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Highlights 


1976 1975 
Revenues $84,762,951 $60,312,287 
Income before extraordinary items 2,034,962 1,503,215 
Net income for the year 2,239,994 1,569,827 
Earnings per share before extraordinary items 0.93 0.68 
Earnings per share 1.02 0.71 
Funds generated by operations 3,858,996 2,979,615 
Working capital 4,480,732 4,158,692 
Long-term debt 5,168,544 5,082,375 
Total assets 42,042,320 33,813,156 
Shareholder’s equity 18,921,471 16,881,477 
Book value per common share 8.06 7.04 


Market Price 


The Company’s common stock 
is traded on the Montreal Stock 
Exchange and the American Stock 


Reported sales prices by quar- 
ter 1976 and 1975 are as follows: 


Exchange. 
Montreal Stock Exchange American Stock Exchange 
1976 1975 1976 1975 
High Low High Low High Low High Low 
First quarter 7% 5/2 9% 834 634 5 93/4 7¥4 
Second quarter 6% 5Ys 72 53/4 634 6 73% 5v% 
Third quarter 6 5% 6Y2 6 6/2 5% 6% 5% 
Fourth quarter 7 5 7 5s 7 5 6% 5% 


No dividends were declared nor paid in 1976 and 1975 
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To our shareholders 


On behalf of the Board of 
Directors, I take pleasure in present- 
ing the annual report of our Com- 
pany for the year ended September 
30, 1976. 


It has been another year of 
growth and achievements. 


First of all, we had set out to 
increase the circulation of our daily 
newspapers and we have succeeded 
very well in this respect, since cir- 
culation of Le Journal de Montréal 
climbed to an average of 165,615, as 
compared to 146,907 for last year, 
while Le Journal de Québec reached 
48,302 copies up from 37,381 in 
1975. Revenues in the other opera- 
tions also increased with printing 
gaining 33 percent, distribution 
32 percent and film processing 
14 percent. In February 1976, a fur- 
ther source of growth was added 
through the acquisition of Trans- 
Canada Music Service Inc. With this 
new subsidiary, we now havea 


strong foothold in the records dis- 
tribution business since Trans- 
Canada Music Service is the largest 
records distributor in the province 
of Quebec. We have also strength- 
ened our regional weekly news- 
papers in the North Shore area of the 
province by acquiring L’ Avenir 

de Sept-lIles. 


On the technical side, we have 
completed the expansion project at 
Montreal Offset Printing. The new 
press acquired last year to meet the 
ever-increasing needs of Le Journal 
de Montréal, is now in operation. ’ 
A number of other development 
projects in other subsidiaries were 
realized. 


Profitability improved in each 
of the operating divisions and 
only a few newspapers were unable 
to rapidly recover the cost increases 
incurred. Here again, our goal is to 
concentrate on improving the effi- 
ciency of our operations through 
technical developments and control- 
ing our production costs in order 
to ensure the profitability and the 
growth of each of our subsidiaries. 


The results indicated in the 
next pages were achieved through 
the efforts of a management team 
completely dedicated to Quebecor. 
Their motivation has led groups of 
men and women to develop the 
energies required to succeed. 


Last November, the Company 
announced that a dividend on com- 
mon shares has been declared, the 
first since the Company’s shares 
were listed on the Stock Exchange. 


We are very pleased to enable the 
shareholders to participate in the 
growth of Quebecor in a tangible 
way. We presently intend to con- 
tinue this policy twice a year as long 
as earnings, the financial situation 
and other pertinent factors allow it 
and, inasmuch as Canadian anti- 
inflation laws and the rights of 
holders of preferred shares and 
Company debentures do not restrict 
such action. 


The Company continues to 
search possible acquisitions which 
meet the profitability and devel- 
opment criteria we have established. 


For the Board of Directors 
Pierre Péladeau 


President and 
Chief Executive Officer 


Our Business 


Quebecor inc. is a holding com- 
pany with interests in companies 
operating mainly in the field of com- 
munications. The Company is in- 
volved in newspaper and magazine 
publishing, printing, distribution 
of publications and records, and 
film processing. The distribution of 
records was added to the activities 
of the Group during 1976 through 


the acquisition of Trans-Canada 
Music Service Inc. 


The operations are under the 
direction of vice-presidents respon- 
sible for the development and prof- 
itability of their sector. Quebecor 
inc. establishes the objectives and 
the development plans of the entire 
Group, provides the financing of 


Contributions to operating results by division 


Years ended September 30 


operations and also maintains cen- 
tralized services including a data 
processing service and an employee 
relations department. References 

to the “Company” are intended 

to include Quebecor inc. and its 
operating subsidiaries. 


1976 1975 1974 1973 1972 
Publishing %/o %/o %/o %/o %/o 
Revenues 
Circulation 23.2 30.7 27.5 28.2 o1eh 
Advertising 16.2 16.6 12.8 11.4 Aa 
Total 39.4 47.3 40.3 39.6 42.1 
Operating Income 49.7 Ly sa: 54.0 54.5 65.7 
Printing 
Revenues pad he a 29.2 36.7 40.4 46.7 
Operating Income aun 1 Zine 26.4 25.6 
Distribution of publications 
Revenues 13.3 14.2 14.0 13.0 als By 
Operating Income 14.2 16.5 44:5 9.5 8.7 
Distribution of records 
Revenues 12.1 — — — — 
Operating Income 314 — — —_— — 
Photo Film Processing 
Revenues 7.6 9.3 9.0 7.0 — 
Operating Income 23.0 26.3 13.3 9.6 — 


For purposes of establishing contributions by division, all inter- 

company sales have been eliminated and the operating income 

arising from such sales has been added to the operating income of i 
the division that originated the income. Operating income is the 

income before interests, management fees, income taxes and 


minority interests. 
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Publishing 


The following table indicates the average circulation of the Company’s publications: 


Average circulation 
Six months ended September 30 


1976 1975 
Daily Newspapers 
Le Journal de Montréal (a) 165,615 146,907 
Le Journal de Québec (a) 48,302 37,381 
Popular Weeklies (7 publications) (b) 354,554 385,399 
Regional Weeklies 
paid circulation (5 publications in 1976 and 4 in 1975) (b) 29,091 19,440 
no paid circulation (4 publications in 1976 and 3 in 1975) (b) 56,400 30,347 
Sunday Express (a) 42,870 42,476 
Magazines (c) 27,555 25,548 


(a) Based on statistics from the Audit Bureau of Circulations 
(A.B.C.). Monday to Friday daily average circulation for daily 
newspapers. 


(c) Average paid circulation based on distributors’ reports for 77 
issues of magazines published in 1976 and 78 issues published 
in 1975. 


(b) Based on statistics from the Audit Bureau of Circulations or 
on distribution reports for publications which are not 
members of A.B.C. 


Dailies 

The Company publishes two 
dailies, Le Journal de Montréal and 
Le Journal de Québec. Since their 
foundation, these publications have 


achieved steady circulation growth 
as evidenced by the following table. 


/ 


Average daily circulation (Monday to Friday) 
of dailies published in Montreal and Quebec City 


Montreal Quebec City 
Journal Other Dailies Journal Other Dailies 
de Se ae e de 

Montréal French English Québec French English 
1960 — 400,751 306,361 — 186,923 5, 7dek 
1965 19,133 396,553 320,388 —_ 196,128 5,157 
1970 78,731 398,660 320,586 15,108 178,681 3,929.4 
1971 115,750 386,295 320,789 15,851 173,458 == 
1972 142,381 344,428 319,569 19,656 160,454 = 
1973 144,162 345,930 308,616 22,933 151,463 ae 
1974 145,684 331,057 292;351 31,814 126,430 = 
1975 151,973 341,276 280,523 38,767 132,539 = 
1976* 165,509 322,857 MT GORY) 46,127 139,389 pe 


*To March 31, 1976. 


Our dailies are morning papers to read. Many of the columnists circulation of Le Journal de Mont- 


and their goal is to offer complete 
coverage of regional and sports 
news. In recent years, these news- 
papers have added regular columns 
covering various topics such as 
economy, entertainment and pol- 
itics. In addition, a variety of mea- 
sures have been instituted to in- 
crease circulation of these papers. 
The abundant use of photos, the use 
of offset printing and their tabloid 
format make these newspapers easy 
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and journalists working with our 
newspapers are authorities in their 
field. 


Le Journal de Montréal is pub- 
lished 7 times each week while 
Le Journal de Québec is published 
6 times each week. Le Journal de 
Québec publishes a special edition 
in the Saguenay-Lac St-Jean area 
and has a regional office in Chicou- 
timi. Approximately 30°/o of the 


réal and 50°/o of Le Journal de 
Québec are sold through home sub- 
scriptions. 


- Regional Weeklies 

These weeklies are published 
in various regions of the province of 
Quebec to meet the need for local 
news coverage. These publications 
are well established in their milieu 
and cover social events, business, 
politics, sports and cultural events 
in their respective regions. Four 
of these publications have no paid 
circulation, deriving their revenues 
from advertising only. 


During the past year, the Com- 
pany acquired L’ Avenir which is 
published in Sept-Iles. That publi- 
cation has two editions, one on 
Tuesday and the other on Friday as 
well as a shopping guide published 
on Wednesday. Through its regional 
weeklies, the Company covers a 
large part of Northern Quebec, from 
the Ontario border to the Gulf of 
St. Lawrence. 


Popular Weeklies 

This group of publications con- 
sists of seven tabloid papers which 
cover mostly entertainment and 
some topics of general interest. The 
group is published through a cen- 
tralized organization which offers 
common services to all seven pa- 
pers, although each paper’s contents 
and format are designed for a par- 
ticular segment of the French- 
speaking population of Eastern Can- 
ada. The popular weeklies as a 
group are in competition with many 
other publications published either 
in tabloid or magazine form. 


Printing plants 


Echos Vedettes, which is 
devoted to the latest entertainment 
news and includes a complete tele- 
vision guide, is the largest selling 
publication of this group witha 
weekly circulation of over 135,000 
copies. It also has the highest cir- 
culation of any popular weekly sold 
in the Province of Quebec. The price 
of each of these seven publications 
was increased from 35 to 40 cents 
on October 3, 1976. 


Magazines 

In recent years, the Company 
has published English language 
magazines distributed primarily in 
the United States. These publica- 
tions cover various subjects in- 
cluding boxing, wrestling, American 
pioneer history and crime detection 
stories, and are published either 
monthly, bi-monthly, annually or for 
special events. The Company also 
publishes, Vivre, a French language 
monthly magazine sold on news- 
stands and by subscriptions. 


During 1976, the Company 


published “special event” magazines 


in Canada on the occasion of the 
1976 Olympic Games in Montreal 
and the ‘Canada Cup” hockey tour- 
nament. The Company hopes to 
develop this sector of its business 
based on the experience gained 
during 1976. 


Sunday Express 


The Sunday Express is a weekly 


English language tabloid covering 
Eastern Ontario and English- 
speaking regions of the Province of 
Quebec. The paper maintains news 
and sales offices in Montreal and 
Ottawa. 


Printing 

During the year, the Company 
added an eighth printing plant at 
Sept-Iles, Quebec through the 
acquisition of L’Avenir and Sept-lIles 
Journal (1974) Inc. in December 
1975. The plant is used mostly for 
the production of L’Avenir de 
Sept-lles. 


The Company’s eight printing 
plants are equipped with web offset 
printing machinery and seven of 
them use electronic photo type- 
setting equipment. 


Number of Types of 
Site employees products 
Montreal Offset Printing Inc. Montréal, Québec. 265 (1) 
Montreal-Magog Printing Magog, Québec. 155 (2) & (3) 
Dumont Printing and PublishingInc. LaSalle, Québec. 225 (1) 
Graphic Web Limited Mississauga, Ontario. a (1) 
Publications du Nord-Ouest Inc. Val d’Or, Québec. 52 (1) & (4) 
Les Editions du Réveil Ltée Jonquiére, Québec. 28 (1) & (4) 
Société des Quotidiens Quebecorinc. Québec, Québec. 54 (1) 
Les Editions Lefrangois inc. Sept-Iles, Québec. 17 (1) 


(1) Newspapers and circulars printed on newsprint 
(2) Magazines, catalogs and high quality commercial work on 


fine papers 
(3) Magazines printed on newsprint 
(4) Commercial work 


The Company publications are 
all printed in our plants. Our ex- 
ternal clients include another daily, 
Le Devoir, and a weekly with a 
circulation of 2,200,000 in the United 
States and Canada. Dumont 
Printing, which offers to advertisers 
complete art, make-ready, printing 
and distribution services for their 
circulars, is one of the largest 
printers of advertising circulars in 
Canada. The largest client of this 
sector of operations contributed 
22°/o of printing sales to non- 
affiliates. 


The expansion of facilities and 
modernization of equipment at 
Montreal Offset Printing progressed 
during the year. An extension of 
the building was completed and new 
presses went into full operation in 
August 1976. During the year, the 
Company authorized additional 
capital expenditures of $590,000 for 
the acquisition of electronic photo- 
typesetting and of shipping equip- 
ment. When fully completed, this 
expansion will provide additional 
capacity to meet the increasing 
needs of Le Journal de Montréal and 
other major clients, at an estimated 
total cost to the Company of 
$3,900,000 of which $1,375,000 was 
spent in the year ended September 
30, 1976. 


The Company also manufac- 
tures ink and distributes printing 
supplies through its subsidiary, 
Quebec Ink Ltd., which operates a 
plant in Montreal. Approximately 
86°/o of the sales are made to Com- 
pany printing plants. 


Distribution of Publications 
Dynamic Circulation Inc. oper- 
ates a distribution network which 
covers Eastern Ontario, the Province 
of Quebec and parts of the Maritime 
Provinces. The Company has 
offices and warehouses in Montreal 
and Quebec City, and offices in 
Chicoutimi and Ottawa. Distribution 
is made by 72 independent agents 
servicing more than 13,000 outlets 
while an additional 57 agents main- 
tain a home delivery service in the 
more highly populated areas of the 
Province of Quebec and Eastern 
Ontario. Dynamic distributes ap- 
proximately 175 titles including 
newspapers, magazines, books and 
encyclopedias sold in sections ona 
weekly basis. 


Through the years, the Com- 
pany has continually improved its 
customer service by better coverage 
of existing territories, by the addi-, 
tion of new territories and by 
providing additional services to 
publishers. The Company recently 
developed a computerized distribu- 
tion system which provides pub- 
lishers a more efficient circulation 
of their titles. The Company also 
offers a marketing service which 
assists publishers in the advertising 
and promotion of their publications. 


Distribution of Records 

On February 27, 1976, the Com- 
pany acquired all the outstanding 
capital stock of Trans-Canada 
Music Service Inc., a distributor of 
records, tapes and cassettes, with 
its head office in Montreal and 
distribution centers in Montreal, 
Quebec City, Rimouski, Rouyn and 
Moncton. The purchase price for the 
capital stock was $1,550,000 and 
consisted of $750,000 in cash and 
$800,000 in promissory notes pay- 
able on a four year period. For the 
year ended March 31, 1976, Trans- 
Canada’s sales totalled $14,316,000. 


Trans-Canada is one of the 
largest independent record distrib- 
utors in Canada. It is an exclusive 
distributor for certain record pro- 
ducers and also sells records which 
are marketed by other distributors 
and producers. This subsidiary 
has developed a ‘“‘one stop” distribu- 
tion service whereby its clients can 
order most of their records through 
Trans-Canada, instead of placing 
orders with a large number of 
separate distributors and producers. 
Moreover, through its 18 represen- 
tatives, the Company advises its 
clients in the merchandising of 
records to increase their sales and 
to maintaining inventories at rea- 
sonable levels. 


Photo Film Processing 

Etco Photo Limited operates a 
complete photo film processing 
laboratory in Montreal. The Com- 
pany processes film for approxi- 
mately 1,200 retailers and profes- 
sional photographers in Quebec, 
Eastern Ontario and the Maritime 
Provinces; a substantial portion of 
its sales are to chain store outlets. 
The Company now distributes film 
under its own trade name and is also 
the exclusive film processor fora 
major film manufacturer. The Com- 
pany competes with direct mail film 
processors, with film laboratories 
who operate their own retail outlets, 
as well as with other regional pro- 
cessors who also offer their services 
through independent retail stores. 


Etco’s investments in equip- 
ment to increase the quality and 
efficiency of production amounted 
to $260,000 in 1975 and $317,000 in 
1976. During 1977, the cost of im- 
provements to building and other 
investment projects of film process- 
ing and shipping equipment are 
expected to be approximately 
$500,000. 
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Analysis of operations 


Quebecor Inc. and subsidiary companies 


Consolidated summary 
of operations 


Year ended September 30 


1976 1975 1974 1973 1972 
(thousands of dollars) 
Revenues 
Publishing 
Circulation $19,650 $18,494 $15,237 $11,784 $ 9,352 
Advertising 13,786 10,059 7,061 4,786 3,315 
Printing 23,399 17,613 20,301 16,859 14,045 
Distribution 
Publications 11,275 8,557 7 Tol 5,437 3,360 
Records 10,255 — — — — 
Photo film processing 6,398 5,590 4,991 2,947 — 
84,763 60,312 59,322 41,813 30,072 
Operating costs 
Editorial, production, selling and 
administrative expenses 80,033 56,760 49,097 36,249 26,920 
Interest 680 425 403 425 366 
80,713 57,185 49,500 36,674 27,286 
Operating income 4,050 lly bre22 5,138 2,787 
Investment income 58 175 384 oo — 
4,108 3,303 6,206 5,138 2, 7Gn 
Income taxes 2,070 1,789 Selo 2,614 1,327 
Minority interest 3 10 29 46 53 
2,073 1,799 3,184 2,661 1,380 
Income before extraordinary items 2,035 1,503 3.022 2,478 1,407 
Extraordinary items 205 67 74 78 _— 
Net income $ 2,240 $ 1,570 $ 3,096 $ 2,555 $ 1,407 
Average number of common shares 
outstanding 2,198,484 2,198,484 2,198,484 2,165,007 1,863,446 
Earnings per share 
Before extraordinary items $0.93 $0.68 $1.37 $1.14 $0.75 
After extraordinary items $1.02 $0.71 $1.41 $1.18 $0.75 
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- 1976 compared to 1975 

The current financial year 
covers 53 weeks of operations while 
the previous year covered 52 weeks. 
Trans-Canada Music Service Inc. 
activities were consolidated with 
the operating results of the Com- 
pany as of January 1, 1976. Pro forma 
information on the operating results 
of the Company after giving effect 
to the acquisition of Trans-Canada 
for the years 1975 and 1976 is pro- 
vided in Note 1 to the financial 
statements. 


Revenues totalled $84,763,000, 
an increase of 41°/o, while operating 
income reached $4,050,000, an in- 
crease of 30°/o. The addition of the 
revenues of Trans-Canada contrib- 
uted 42°/o of the increase in revenues 
and the balance is attributable to 
higher prices and volumes in all the 
other divisions except film pro- 
cessing where increases in revenues 
were derived almost totally from 
volume increases. 


Operating income of the print- 
ing division reached $541,000 from 
$4,000 in 1975, the increase being 
due mainly to increase in the profit- 
ability of our Magog and Toronto 
plants. The Montreal-Magog plant 
was hit by a nine-week strike in 1975 
which reduced operating income 
by approximately $530,000. The 
operating income of the publishing, 
publication distribution and film 
processing operations increased by 
approximately 8°/o. Profit margins 
however in these sectors declined, 
the percentage of reduction varying 
from 20°/o in the publication dis- 
tribution sector to 5°/o in the film 
processing operations as prices 
could not be adjusted sufficiently to 
compensate for cost increases in- 
curred during the year. Operating 
income of the publishing sector had 
been affected in 1975 by the losses 
incurred by Le Journal du Nord- 
Ouest which ceased publication on 
May 3, 1975. 


For the nine months beginning 
January 1, 1976, the record distribut- 
ing operations contributed $189,000 
to operating income. 


The increase of $23,273,000 or 
41°/o in consolidated operating costs 
is mainly due to volume increases, 
cost increases and to the addition 
of Trans-Canada to our activities. 


The increase in interest expense 
from $425,000 to $680,000 and the 
decrease in investment income from 
$175,000 to $58,000 reflect addi- 
tional borrowings and utilization of 
existing capital to finance the Com- 
pany’s expansion of operations and 
borrowings made by subsidiaries 
acquired during the year. 


Income taxes increased by 
$281,000 due primarily to the in- 
crease in operating profits. 


The extraordinary item of 
$205,000 reported in 1976 represents 
a reduction of income tax arising 
from loss carry forward of previous 
years applied against income for 
the year. A similar gain of $187,000 
was realized in the previous year. 

In 1975, there had been an extra- 
ordinary loss of $120,000 (net after 
income tax effect) as a result of the 
cancellation of a proposed plant 
relocation. The accounting presenta- 
tion of this item is discussed in 

Note 12 to the financial statements. 


1975 compared to 1974 

Total revenues increased by 9°/o 
and reached $60,312,000 while 
operating income was $3,127,000, 
a decrease of 46°/o. 


The increase in sales was 
derived from volume and price in- 
creases in all divisions except the 
printing division where volumes 
were down because of the loss of a 
major client which was regained 
in 1976. 


The decrease of operating 
income from publishing operations 
from $3,865,000 to'$2,570,000 was 
attributable to substantial increases 
in printing costs and operating 
expenses and to the losses incurred 
by Le Journal du Nord-Ouest which 
ceased publication on May 3, 1975. 


Operating income in the print- 
ing division was $4,000 compared to 
$1,514,000 the previous year. The 
reduction was caused mainly by 
increased competition which pre- 
vented the Company from adjusting 
selling prices in line with increases 
in costs, by the nine-week strike 
at the Montreal-Magog plant and by 
the loss of a major client. 


Operating income in the publi- 
cations distribution operation de- 
creased by 10°/o due to increases in 
operating costs and to the costs 
incurred in the development of 
computerized distribution systems. 


Operating income of the film 
processing operations increased by 
25°/o mainly because of higher 
prices and increased productivity. 


Operating expenses increased 
by $7,663,000 or 16°/o due to large 
increases in the price of raw mate- 
rials, higher wages and variations 
in volume. 


Investment income decreased 
$209,000 due to the increase of funds 
required to finance operations and 
to the reduction of interest rates 
on short-term investments. 


The reduction in income tax is 
attributable in the most part to the 
decrease in operating income. 


Extraordinary gains of $187,000 
in 1975 and $74,000 in 1974 rep- 
resent reductions of income taxes 
arising from loss carry forwards 
from prior years applied against 
income for the year in question. 

An extraordinary loss of $120,000 
was incurred in 1975 and is dis- 
cussed in the previous section. 


Raw Materials 

Newsprint is the major material 
used by the Company. The Com- 
pany consumed approximately 
55,300 tons of newsprint during 
1976, an increase of 5,300 tons over 
the previous year. 


The Company has long-term 
newsprint supply contracts with five 
suppliers. Those contracts expire 
between 1977 and 1984. One sup- 
plier holds $1,080,000 of debentures 
issued by the Company and has the 
right to require the payment of the 
outstanding debentures in the event 
the Company breaches or terminates 
its newsprint supply contract. 

Bank lines of credit available to the 
Company are more than sufficient 
to meet this obligation on a short 
term basis. 


In March 1976, paper manu- 
facturers increased the price of 
newsprint by $25/ton and recently 
announced another $20/ton increase 
effective on December 1, 1976. 
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Human Resources 

The Company employs more 
than 1,700 persons, 1,120 of which 
belong to 21 different unions. 


During the year, Mr. Yves 
Moquin was named Vice-President 
in charge of popular weeklies and 
magazines. Mr. Moquin was pre- 
viously Secretary of the Company 
and was replaced in this function 
by Mr. Pierre Dussault who will 
continue to serve as Treasurer of the 
Company. A certain number of per- 
sonnel transfers between subsi- 
diaries and with Quebecor inc. were 
made during the year. These changes 
will give our employees opportu- 
nities for development according to 
their talents and ambitions, and 
will increase management resources 
for the Company’s existing and 
future operations. To date, the 
results have been encouraging and 
the Company intends to continue 
this policy. 


During the course of the year, 
four labour agreements were signed 
without work stoppages. Negotia- 
tions of five other contracts should 
be completed before the beginning 
of 1977. 


/ 


Anti-Inflation Program 

In October 1975, the Canadian 
Government instituted a three-year 
anti-inflation program. \ 


The Company, as all other 
enterprises employing more than 
500 persons, is subject by regula- 
tions to indicators which control 
profit margins, prices, dividends and 
wages and salaries. 


In the area of wage control, the 
anti-inflation program has certainly 


‘contributed to the reduction of the 


percentages of wage and salary 
increases negotiated in the different 
sectors of the economy. 


The Company does not foresee 
difficulties in meeting government 
controls on prices and profit margins 
during the first year of the pro- 
gram. However, it is difficult to an- 
ticipate the effect these measures 
will have on increases in profits 
during future periods of application 
of the anti-inflation program. 


Quebecor Inc. and subsidiary companies 
Consolidated statements of income 


and retained earnings 
Years ended September 30, 1976 and 1975 


1976 1975 
Revenues 
Newspaper publishing 
Circulation $19,650,415 $18,493,816 
Advertising 13,785,932 10,059,103 
Printing 23,399,449 17,612,512 
Distribution 
Publications 11,274,736 8,556,615 
Records 10,254,463 
Photo film processing 6,397,956 5,590,241 
84,762,951 60,312,287 
Operating costs 
Editorial, production and distribution 69,467,578 47,892,634 
Advertising and selling 4,556,961 3,689,795 
General and administrative 6,008,314 5,177,554 
Interest 680,224 425,131 
80,713,077 57,185,114 
Operating income 4,049,874 3,127,173 
Other income 
Investment income 58,022 175,459 
Income before income taxes, minority interest and 
extraordinary items 4,107,896 3,302,632 
Income taxes (note 11) 
Current 1,987,254 1,787,732 
Deferred 82,391 1,332 
2,069,645 1,789,064 
Income before minority interest and extraordinary items 2,038,251 1,513,568 
Minority interest 3,289 10,353 
Income before extraordinary items 2,034,962 1,503,215 
Extraordinary items (note 12) 205,032 66,612 
Net income 2,239,994 1,569,827 
Retained earnings at beginning of year 11,189,832 9,620,005 
Retained earnings at end of year $13,429,826 $11,189,832 
Earnings per share 
Income before extraordinary items $ .93 $ .68 
Extraordinary items .09 .03 
Net income $ 1.02 $ ee 


Quebecor Inc. (Incorporated under the laws of Quebec) and subsidiary companies 


Consolidated Balance Sheets 
September 30, 1976 and 1975 


Assets 


Current assets 


Cash, term deposits and commercial notes 
Marketable securities, at cost 
(quoted market value: 1976 — $22,063; 1975 — $20,281) 
Accounts receivable 
Trade 
Other 
Inventories (note 2) 
Prepaid expenses and other items 


Investments, at cost 
Land 
Other 


Fixed assets (note 3) 
Land, buildings and equipment, at cost 
Less accumulated depreciation 


Intangibles 
Excess of cost over equity in net assets of subsidiaries 
at dates of acquisition, less amortization (note 4) 


Publishers’ rights, amortized 


1976 


$ 1,207,856 
38,774 
12,433,237 


6,445,407 
405,424 


20,530,698 


330,312 
152,242 


482,554 


20,496,755 
6,680,988 


13,815,767 


4,928,253 
2,184,357 


1975 


$ 1,888,744 
37,941 


7,610,630 
247,982 
4,058,294 
344,012 


14,187,603 


350,000 
35,000 


385,000 


18,618,836 
5,741,656 


12,877,180 


4,029,752 
2,214,758 


Debenture issue costs, amortized 


Approved by the Board 
Pierre Péladeau, Director 


Pierre Gauvreau, Director 


7,112,610 


100,691 


$42,042,320 


118,863 


$33,813,156 
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Liabilities 
Current liabilities 
Bank advances (note 5) 
Accounts payable and accrued expenses 
Income and other taxes 


Customer refunds 
Current maturities of long-term debt 


Long-term debt, less current maturities (note 6) 
Deferred income taxes 


Minority interest in subsidiaries (note 7) 


Commitments and contingencies (note 8) 


Shareholders’ equity (note 9) 


Capital stock 
Authorized 
19,000 7°/o Non-cumulative preferred shares, 
redeemable at par value of $100 per share 
2,475,000 Common shares, without par value 
Issued 
12,000 Preferred shares (1975 — 14,000) 
2,198,484 Common shares 


Additional paid-in capital 


Retained earnings 


1976 1975 
$ 1,237,000 $ 865,900 
11,931,707 7,544,449 
788,028 
904,446 590,887 
1,188,785 1,027,675 
16,049,966 10,028,911 
5,168,544 5,082,375 
1,614,385 1,530,344 
287,954 290,049 
1,200,000 1,400,000 
3,495,219 3,495,219 
4,695,219 4,895,219 
796,426 796,426 
13,429,826 11,189,832 
18,921,471 16,881,477 
$42,042,320 $33,813,156 


AT FAN VE NEB DT SE TNE IEE BSE SED NPI DI EL BIL ES hi PTL EE FEE SS IEEE EGRET ED PE EE PEIN LS NE EI ELEY, RE EEA TLE SELES ELIE A 


Subsequent event (note 10) 
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Quebecor Inc. and subsidiary companies 


Consolidated statements of changes in financial position 


Years ended September 30, 1976 and 1975 


1976 1975 
Financial resources provided by 
Net income before extraordinary items $2,034,962 $1,503,215 
Items not requiring the use of working capital 
Depreciation of fixed assets 1,432,766 1,280,035 
Amortization of deferred expenses and-intangibles 100,556 118,068 
Deferred income taxes 82,391 1,382 
Minority interest 3,289 10,353 
3,653,964 2,913,003 
Extraordinary items 205,032 66,612 
Working capital provided from operations 3,858,996 2,979,615 
Proceeds from sale of fixed assets 81,841 370,087 
Long-term debt 1,184,695 2,052,000 
Proceeds from disposal of investment 63,158 
Other 65,501 29,338 
5,254,191 5,431,040 
Financial resources used for 
Acquisition of subsidiaries 
Fixed assets 283,685 
Excess of consideration paid over equity in net assets 
of subsidiaries at date of acquisition 950,569 
1,234,254 
Deduct 
Long-term debt 225,959 
Other 916 
226,875 
Working capital deficiency acquired 1,007,379 
Purchase of fixed assets 2,234,191 4,053,254 
Reimbursement of long-term debt 1,324,485 1,168,421 
Redemption of preferred shares 200,000 100,000 
Publishers’ rights purchased 578,700 
Mortgage receivable 35,000 
Purchase of investments 160,712 
Other 5,384 20,189 
4,932,151 5,955,564 
Increase (decrease) in working capital $ 322,040 $ (524,524) 
Changes in components of working capital 
Increase (decrease) in current assets 
Cash, term deposits and commercial notes $ (680,888) $(1,008,536) 
Marketable securities 833 8,552 
Accounts receivable 
aeate 4,822,607 24,383 
Other (247,982) 130,616 
Inventories 2,387,113 1,476,091 
Prepaid expenses and other items 61,412 105,500 
6,343,095 736,606 
Increase (decrease) in current liabilities 
Bank advances 371,100 865,900 
Accounts payable and accrued expenses 4,387,258 1,032,235 
Income and other taxes 788,028 (1,225,287) 
Customer refunds 313,559 54,645 
Current maturities of long-term debt 161,110 533,637 
6,021,055 1,261,130 
Increase (decrease) in working capital $ 322,040 $ (524,524) 


14 


Quebecor Inc. and subsidiary companies 


Summary of 
significant accounting 
policies 


The company follows the generally accepted accounting 
principles described below. These, together with the notes 
which follow, should be considered an integral part of the 
consolidated financial statements. 


Principles of consolidation 

All subsidiaries are included in the consolidated financial 
statements, with provision for minority interest, as 
applicable. Intercompany shareholdings and material inter- 
company transactions have been eliminated in the con- 
solidation. All amounts are stated in Canadian funds. 


Inventories 
Inventories are valued at the lower of the first in first out 
cost, replacement cost and net realizable value. 


Fixed assets 

Fixed assets are carried at cost. Depreciation is determined 
for financial reporting purposes on a straight-line basis 
over the estimated useful asset lives. Upon sale or retire- 
ment of fixed assets, the accumulated depreciation, together 
with any amounts realized on sale, is offset against cost 

of the assets sold or retired. The resulting profit or loss, 

if any, is included in income. Expenditures for maintenance 
and repairs are charged to income as incurred; renewals 
and improvements are capitalized. 


Intangibles 

The excess of consideration paid over equity in net assets 
of subsidiaries at date of acquisition and publisher’s rights 
acquired after November 1, 1970 are being amortized over 
a period of 40 years. Those acquired prior to November 1, 
1970 are not being amortized. 


Income taxes 

Deferred income taxes are provided for expense items 
reported for tax purposes in different periods than for 
financial purposes and result principally from additional tax 
deductions available through the use of accelerated depre- 
ciation rates. 


Earnings per share 

The basic earnings per share are calculated on the weighted 
monthly average number of shares outstanding during the 
respective fiscal years and the resulting net earnings per 
share are identical under Canadian and U.S. accounting 
practices. 
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Notes to consolidated financial 


statements 
Years ended September 30, 1976 and 1975 


1. Acquisitions of subsidiaries 
During the year 1976, the company acquired all the common 
and preferred shares of: 


Le Service de Musique Trans-Canada Inc. and its 
non operating subsidiary company Disbec Inc. for a total 
consideration of $1,550,000; 


L’Avenir and Sept Iles Journal (1974) Inc. and its sub- 
sidiary company Les Editions Lefrangois Inc. for a total 
consideration of $45,330. 


Pro forma results of operations reflecting the acquisition 
of Le Service de Musique Trans-Canada Inc. and its 
subsidiary company Disbec Inc. as if it had been consoli- 
dated from October 1st, 1974 are as follows: 


1976 1975 
Revenues $89,664,951 $73,194,920 
Income before extraordinary 
items $ 2,230,962 $ 1,660,215 
Net income $ 2,435,994  $ 1,726,827 
Net earnings per common 
share $ 140 $ 0.79 


Pro forma results of operations do not include operations 
of L’Avenir and Sept Iles Journal (1974) Inc. and its 
subsidiary company Les Editions Lefrangois Inc. as they do 
not have any significant effect on these results. 


These acquisitions were accounted for by the purchase 
method and the operations have been included in the con- 
solidated financial statements since the dates of acquisition. 


2. Inventories 


1976 1975 

Paper and supplies $2,706,314 $3,542,429 
Work in process 327,875 182,286 
Finished products 3,411,218 333,579 
$6,445,407 $4,058,294 


Opening and closing inventories used to compute cost of 
sales in each of the respective years were as follows: 


1976 1975 
Opening inventory $4,058,294 $2,582,203 
Closing inventory $6,445,407 $4,058,294 


3. Fixed assets 


1976 
Accumulated 

Cost depreciation Net 

Land $ 345,386 $ 345,386 

Buildings 4,109,868 $ 742,971 3,366,897 
Machinery 

andequipment 15,224,853 5,755,908 9,468,945 

Automobiles 158,491 67,854 90,637 
Leasehold 

improvements 266,817 114,255 152,562 

Plant under 

construction 391,340 391,340 

$20,496,755 $ 6,680,988 $13,815,767 

1975 

Net 

Land $ 369,995 

Buildings 2,596,311 

Machinery and equipment 7,509,374 

Automobiles 68,747 

Leasehold improvements 117,015 

Plant under construction 2,215,738 

$12,877,180 


4. Excess of cost over equity in net assets of subsidiaries at 
dates of acquisition, less amortization 

The excess of cost of subsidiaries over their book value at 

the dates of acquisition have been reported as follows: 


(i) $346,302 was added to the cost of land, buildings and 
machinery and equipment as it was deemed to be 
attributable thereto. Amortization of the excess pur- 
chase price attributable to depreciable assets is provided 
in the depreciation recorded and represents a charge 
against income for the year of $21,540 (1975 — $21,540). 


(ii) $4,754,872 was shown as excess of purchase price and 
of this amount $2,228,476 is being amortized ona straight- 
line basis over 40 years. The amortization of this excess 
cost represents a charge against income for the year 


of $51,018 (1975 — $36,200). 


5. Bank advances 


At September 30, 1976, short-term notes of $1,237,000 
(1975 — $865,900) were payable to banks with an average 
interest rate of 10.8°/o (1975 — 9.8°/o). 


Other information relating to short-term notes: 


1976 


Maximum outstanding balance 


at any month-end 
Average amount outstanding 
(total of month-end 
outstanding principal 
balances divided by 12) 
Average interest rate 
(actual interest expense 
for the period divided by 
the average outstanding 
borrowings) 


$2,587,000 


$1,437,650 


10.5°/o 


1975 


$ 865,900 


$ 72,158 


9.8°/o 


6. Long-term debt 


The serial debentures are secured by a charge on Quebecor’s 
assets including Quebecor’s shares of the capital stock of 

its subsidiaries and debentures of each of Quebecor’s 
subsidiaries which, in turn, are secured by the subsidiaries’ 


assets. 


Debentures 

Series A, 9°/o maturing 
serially from 1973 to 1980 
inclusively 

Series B, 914°/o maturing 
serially from 1981 to 1987 
inclusively 

Series C, 744°/o maturing 
serially from 1973 to 1984 
inclusively 


Bank note 
1034°/o, payable in equal 
monthly instalments of 
$1,500 


Mortgages 
Maturing from 1977 to 1985, 
interest at 7°/o to 9.9/0 


Notes 
Unsecured 


6°/o, payable in annual 
instalments of $100,000 

Without interest, payable in 
annual instalments 
of $47,500 maturing 
August 1977 

8°/o, payable in annual instal- 
ments of $50,000 maturing 
December 31, 1977 

Payable in annual instal- 
ments of $100,000, 
maturing January 1978 
interest at a Canadian 
bank average prime rate 
of the twelve months 
preceding payment 

6°/o, payable in annual 
instalments of $200,000, 
maturing February 28, 1980 

7°/o, payable in equal 
monthly instalments of 
$750 and $18,000 at termi- 
nation in August 1978 

9°/o, payable in October 1977 

Other 


Secured 


1149/0 above a U.S. bank 
prime rate adjusted semi- 
annually, payable in 
semi-annual instalments 


The company has line of credit arrangements with banks 
totalling $7,000,000 (1975 — $4,250,000) of which $5,763,000 
(1975 — $3,384,100) was unused at year-end. These arrange- 
ments do not have termination dates, but are reviewed 
annually for renewal. The company is not required to 
maintain material compensating balances in connection 
with these arrangements. 
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of $137,700 maturing in 
May 1980 


Carried forward 


1976 


$ 760,000 


1,000,000 


1,620,000 


46,500 


253,278 


47,500 


100,000 


200,000 


800,000 


35,250 
50,000 
10,261 


1,101,600 


$6,024,389 


1975 


$ 895,000 


1,000,000 


1,800,000 


393,050 


100,000 


95,000 


150,000 


300,000 


1,377,000 


$6,110,050 


1976 1975 
Balance forward $6,024,389 $6,110,050 
1149/0 above a U.S. bank 
prime rate adjusted semi- 
annually, payable in 
semi-annual instalments 
of $23,495 maturing in 
April 1980 187,965 
2°/o above a U.S. bank prime 
rate adjusted semi- 
‘ annually, payable in 
semi-annual instalments 
of $14,498 maturing in 
March 1981 144,975 
6,357,329 6,110,050 
Less current maturities 1,188,785 1,027,675 
$5,168,544 $5,082,375 


The serial debentures have been issued under a Trust Inden- 
ture which provides among other conditions, for certain 
restrictions on creation of additional debts, liens, transfers 
of assets, leases, and for maintenance of at least $1 of consol- 
idated working capital for the company and its subsidiaries 
after payment of any dividend which, in turn, is limited to 
not more than two thirds (74) of the consolidated net income 
subsequent to September 30, 1971. Dividends and other 
purchases or redemptions as authorized for any of the Com- 
pany’s shares, may not reduce consolidated net worth below 
the lesser of $5,000,000 or twice the principal of consol- 
idated funded debt. The amount of retained earnings avail- 
able for dividends at September 30, 1976 was $7,193,392 

(1975 — $5,700,063). Maturities of long-term debt in each of 
the five years after September 30, 1976 are: 


177, $1,188,785 1980 $ 964,926 
1978 1,188,485 1981 346,189 
1979 981,488 


7. Minority interest in subsidiaries 
The minority interest in capital stock and retained earnings 
of subsidiaries is as follows: 


1976 1975 

Preferred shares $108,150 $108,150 
Common shares 10,100 10,100 
Retained earnings 169,704 171,799 
$287,954 $290,049 


8. Commitments and contingencies 

Certain legal actions for alleged defamation of character, 

of the kind to which publishing companies are normally sub- 
ject, are pending against certain subsidiaries. Based on the 
opinion of the Company’s legal counsels, the potential 
outcome of these actions is not considered material to its 
financial position. 


Certain subsidiaries occupy premises and rent data process- 
ing equipment under leases which expire at various dates 

to 1982. Annual rentals under these leases for each of the 
next five years are: 


1977 $274,117 1980 $255,871 
1978 $267,946 1981 $ 67,414 
1979 $255,871 


As of November 1, 1974, the company created a pension plan 
for its employees. As of September 30, 1976 the actuarial 
deficit amounts to approximately $90,000 and is payable over 
a fourteen year period ending in 1990. 
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9. Shareholder’s equity 

Capital stock 

The preferred shares are redeemable at par value at the 
company’s option. Dividends may be declared and paid only 
after a dividend of 3.5 cents per common share is declared 
and paid for the year. 


During the year, the company redeemed an aggregate of 
2,000 preferred shares at their par value for a total cash con- 
sideration of $200,000. 


10. Subsequent event 

The Directors of Quebecor inc. have declared a dividend of 
$0.10 (Can.) per common share payable on December 1, 1976, 
to shareholders of record at the close of business on No- 
vember 23, 1976. 


In accordance with the conditions attached to the preferred 
shares of the company, a dividend of $7.00 (Can.) has also 
been declared on the company’s 12,000 outstanding pre- 
ferred shares. 


Subject to the Company’s earnings, financial condition and 
other relevant factors and subject also to the prior rights 

of the holders of preferred shares, to compliance with the 
relevant provisions of the trust indenture under which 
debentures are outstanding and to Canadian anti-inflation 
laws which, in part, provide for a restraint on dividends, the 
Directors expect to follow in the future a policy of declaring 
$0.10 (Can.) half-yearly dividends on the common shares 

of the company. 


11. Income taxes 

Deferred income tax expense results mainly from timing 
differences in the recognition of revenue and expense for tax 
and financial purposes. 


Total tax expense for 1976 amounted to $2,069,645 (an effec- 
tive rate of 50.38°/o) and for 1975 amounted to $1,789,064 

(an effective rate of 54.17°/o). The following analysis recon- 
ciles the Canadian tax rate of 48.25°/o (1975 — 49.25°/o) to 

the effective tax rates. 


1976 
°/o of pretax 
Amount income 
Expected tax expense at 
current rates $1,982,060 48.25°/o 
Canadian manufacturing and 
processing tax credit (52,173) (1.27) 
Loss from certain subsidiaries 
that cannot be deducted 
against income of other 
subsidiaries 60,509 Laz 
Other 79,249 1.93 
$2,069,645 50.38°/o 
1975 
°/o of pretax 
Amount income 
Expected tax expense at 
current rates $1,626,546 49.25°/o 
Canadian manufacturing and 
processing tax credit (39,409) (1.19) 
Loss from certain subsidiaries 
that cannot be deducted 
against income of other 
subsidiaries 211,774 6.41 
Surtax on income other than 
manufacturing and 
processing income 59,871 1.81 
Other (69,718) (2.11) 
$1,789,064 54.17°/o 


12. Extraordinary items 


Income tax reduction arising 
from prior years losses 
applied against income for 
the year 

Loss resulting from cancel- 
lation of a plant relocation, 
net of income tax of $86,752 


1976 


$205,032 


$205,032 | 


1975 


$186,412 


119,800 
$ 66,612 


Accounting practice in the United States is to record a loss 
resulting from cancellation of a plant relocation as an 
ordinary item. However, in accordance with accounting 
practice acceptable in Canada, this loss is classified as an 
extraordinary item. The following tabulation reconciles 
the difference between the U.S. and Canadian accounting 


practice: 
American Canadian 
practice practice 
(as reported) 
Revenues $60,312,287 $60,312,287 
Operating costs 57,185,114 57,185,114 
Other income (175,459) (175,459) 
Loss resulting from cancel- 
lation of a plant relocation 206,552 
57,216,207 57,009,655 
Income before income taxes, 
minority interest and 
extraordinary items 3,096,080 3,302,632 
Income taxes 1,702,312 1,789,064 
Minority interest 10,353 10,353 
Extraordinary items (186,412) (66,612) 
1,526,253 1,732,805 
Net income $ 1,569,827 $ 1,569,827 
Earnings per share 
Income before 
extraordinary items $ 0.63 $ 0.68 
Extraordinary items 0.08 0.03 
Net income for the year $ 0.71 $ 0.71 


Auditors’ report 


To the Shareholders of 
Quebecor inc. 


13. Supplementary information 


1976 1975 

Depreciation and amortization $1,533,322 $1,398,103 
Remuneration of officers and 

directors 363,669 314,180 
Interest on long-term debt 529,070 406,414 
Allowance for doubtful 

accounts deducted from 

accounts receivable 659,420 524,053 


14. Federal Anti-Inflation Legislation 

The company is subject to the Anti-Inflation Act which 
provides, as from October 14, 1975, for the restraint of profit 
margins, prices, dividends and compensation. In the opinion 
of management, the provisions of the Act have no signifi- 
cant effect on the company’s earnings for the year ended 
September 30, 1976. 


Based on the number of shares issued at September 30, 1976, 
the maximum dividend which the company can pay or 


declare in the twelve months period ending October 13, 1977 © 


is $0.21, per common shares. 


We have examined the consolidated balance sheets of Quebecor inc. and subsidiary companies as at September 30, 1976 
and 1975 and the consolidated statements of income and retained earnings and changes in financial position for the years 
then ended. Our examinations included a general review of the accounting procedures and such tests of accounting 
records and other supporting evidence as we considered necessary in the circumstances. 


In our opinion these consolidated financial statements present fairly the financial position of the companies as at 
September 30, 1976 and 1975 and the results of their operations and changes in their financial position for the two years 
then ended, in accordance with generally accepted accounting principles applied on a consistent basis. 


Montreal, Canada 
November 23, 1976 
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Thorne Riddell & Co. 
Chartered Accountants 
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